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The accompanying notes are an integral put of these consolidated stalClMnts.

SINClAJR BROADCAST GROUP, INC. AND SUBSIDIAIlJES

CONSOUDAT£D STAn:MENTS OF CASH FLOWS
(In thousands)
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SUPPLEMENTAL DISCLOSURE OF C.ASH
PAID FOR:
Interest ...........•..........•.•••.....•...

Income taxes ................•..........••..

CASH AND CASH EQUlVALENTS, beginniog of
period .........•.•••......... _.•••......•..

c\SH AND CASH EQUIVALENTS, end of pe-
riod ...........•........••.......•....••••.

NET CASH FLOWS FROM OPERATING AC-
TIVITIES .. '" ..... .. ..... . .... .. ..... ... .. $2,757 S 2,424 SI5.662 S3~SI S17.7S6

CASH FLOWS FROM INVESTING ACllVl1lES:
Acquisition of property and equipment, net of

disp()sals and capital lease obliBatiot1s assumed
Loans to officel-s and affilia1es. net of OOJlCasb

item of Sl.496 in 1991 •..•.•......•........
Repayments of loens to offK:ers 8nd affiliates •.
Acquisition of WPGH. Inc:. . .•.•....•......•.
Proceeds from life insurance benefits .•.•......

Net cash flows from investing activities ...•.

CASH FLOWS FROM FINANCING ACl1VITIES:
Proceeds from notes payabtc and commercial

bank financing. net of noncash items of $15.006
and $3,061 in 199Q and 1991. respectively ..•.

Issuance of warrants ...•....... _ .
Purchase of warrants ...••.............•..••.
Repayments of notes payable. commercia' batik

financing and capitilleases ...•............
Payments on proBRm contracts payable .

Net cash flows from financing adivities .
Net increase (decrease) in cash and cash equiv-

alents ..•••.•••••......•..•••.••.•...•.•



SINCLAIR BROADCAST GROUP, INC. AND SUBSIDIARIES

NOTES 1'0 CONSOUDATED FlNMClAL STATEMENTS

DECEMBER 31, 1990, 1991 AND 1992, JUNE 341, 1m (UNAUDITED) A.tfl> 1'93

J. SUMMARV OP SIGNlFlCA~'TACCOUNTING POLlClES:

Basis of PresentGtion

The accompanying consolidated financial statements, prepaTed on the accrual basis of aceountina.
include the accounts of Sinclair Broadcast Group, Inc. (SOO). Commercial Radio Institute, Inc. (CRI),
Chesapeake Television, In<:. (WBFF), WPGH, Inc. (WPGH) lind WTTE Channel~ Jnc. (WITE) and
all other subsidiaries. Tbrough August 1993, CRJ was a wholly-owned subsidiary of SBG, and WBFF,
WPGH and \\.T£E are wholly·owned subsidiaries of CRI. In September 1993, CRJ was merged into
SBG.

On September 30, 1990, SBG issued notes payabJe to former SBG majority OWntl$ in the aure
gate amount of $14,215,(0) in consideratior. of stock: redemptions. Through the notes, the fanner
majority owners have subordinated security interests in d of the assets of the Companies. The notea
include stated interest rates of 8.75%, althougla the effecti\-e interest raSC appl"C*imates 9.4~, and are
personally guaranteed by the current stockholders of SBO. As of December 31, 1991 and 1992, SOO
had prepaid approximately $689.000 and $469,000 of the f~llted mteral. The DOtes are due May 31.
2005. The stock redemption was aocounte<l for under the "push-down" method of &ClCOUnting. as
substantially aU or the common mock of SBG became owned by a ID8I18JCIDcnt control group through
the above-described feMmptioR of approximalely 7391 of SBG's common stock and the tnmsaetion
desaibed below. The purchlSe price was allocated based upon tbe rair VIlue of tbe assets and liabili
ties of tne CQmpany and resuhed in additional recorded acquired iotangibJe broadcastin. assets of
$13,159,000.

The accompanying nnanciaJ statements reflect the results of operations of SBG and subsidiarie&
since the redemp'ion date of September 30. 1990. selectin, a new basis of accountiJI, u a result of tM
application of c'push-down" accounting. Information prior to September 30, 1990, Kpresent the fiRlD
cial results of the "predecessor" of sao and subsidiaries. The compames mentioned above, 8S well u
the predecessor, which are c::oIlectiveJy referred to here.fter as ·'the Company or Comp••", own
.nd operat~ television stations in Baltimore. Maryland; Pillsburgb. P~nnsylvanil;and Columbus. Ol1io.

Principles ofConIOIidaUor1

All significant intercompany transactions and account balances have been eliminaled in consoli·
dation.

U13h and CashEqu~

Cash Bnd cub equivalents consist of cash IDd cwemight imlestments II. commercial bank.

Programmllrg

Tne Comp.nicr. have aarcementl with distributors for tM ripts to television pJosramminB over
contract periodS wbic:h generally run from one to seven years. CoDUICt pIymcatI are mlde ill iniull
ments over terms that are Focrall)' shorter than the coatraet period. Each contract is rcoorded II a
liability when the license period begins and the program is available for ita Int showins- 'nlo partioa
of the program contracls payable due within one year is reflected u a aarrtDI liability in the KC:QIG.

panying consolidated financial statements.

The rigbts to proara. materials are reflected in the accompaDyina consolidated balancz $beeta I'
the lovw:r of unamorti:z.ed cost Of estimated net realizable value. Estimated nee realizable valID Be

based upon man'acment's expectation of future advertisiD& revenues to be senented by the pro.....
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matclial. Amonizadon of prosram coDlraa costs is ~ncral1y computed under eitber the straight-line
method based on license period or based on usagc, wbithever yields the JfC8lCr amortization for each
program. Program contract costs to be amortiud in the suce;eedina year arc classified as cunent
assets.

Amonization expense and net realizable value adjustments were $1.196.000, $9,711,000 and
$16,188,000 {or the three months ended December 31. 1990, and the years ended December 31.1991
and 1992, respectively, and $S.084,OOO and $4,888,000 for the six months ended lane 30, 1992 and
1993. respectively. Due 10 programming commitments entered into in 1992, certain program contradS
acquired in connc:ctioo with the WPGH acquisition were subsequently cletennincd to have JlO vahae to
the Companies. Approximately 53.000,000 of charges were included in amortization of program con
tract costs and net realizable value adjustments during 1992 related to these contracts.

WBFF, wrrE and WPGH are affiliated with the Fox Broadasting Company (Fox). Under the
affiliation agreements and subsequent renewals, WBFF. WITE and WPGH are committed to make
available certain time periods for Fox programming through October IS. 1998, in exchange for adver·
tising air time and ocher defined compensation. N~t revenues related to these affiliation aercemcnts
were approximately 51.411,000. $6,348.000. $10,698,000, $4.450,000 and $6,032.000. respectively. dur
ing lhe three months ended December 31, 1990, tile yeats ended December 31, 1991 and 1992, and
during the six months ended June 30, 1992 and 1993.

Barter Arnur;g't'nzents

The Companies broadcasr certain customers- advcrtisilll in cxchanae for equipment. merchandise
and services. The estimated fair value of the equipment, mcrcbandisc or services to be lUeived is
recorded 85 deferred barter costs and the corresp<mding obliption to broadauit advertising is recorded
as deferred barter revenues. The deferred barter eosts are expensed or capitali%cd as they arc~
consumed or rcceWed. Dcfcm:d barter revenues are recognized IS tbe related advertising is aired.

Certain program (Ontracts provide for the exchaose of adverti" air time in lieu or cub pay
ments far the rights ro such programmiBc. These contrac:lS are recorded u die pI'OIfIIIli are aired at
the estimat~d fair value of thE: adverti'siq air tiae laveD in exchange for the prosram rights.

OIher Assets

Other assets primanly retale to tlae 56,000.000 rem note, prepaid l100canpete asreements lad
deferred fiunciq cost. (see Note 11).

Acqu;red J"III,Wible 1bDIIdclUlillg As#ts

Acquired intangible broadcastinl assets arc being amortiz.ed over periods of 3 to 40 years. These
amounts resull from the acquisition of minority in'~restl ill 1986 and the stock redemptions in 1988 and
1990 (sec Note ll), as well., the -equisition of WPOH (see Note 13). Tbc weighted averaae life oftbe
related assets which include lOOdwill and the WPGH FCC license. decaying H¥ertisina base. Fox
affiliation agreement and other intanaiJle assets is apprOXlmately 9 yell'S.

JltteTim FiliMCitlI S'(lMmftlts

The consolidated financial statements for the six months ended June 30. 1992 are U1'IaUdited, but in
the opinioa of maRalemcnt. such financial statements have been presented on the same basil IS the
audikd financial statements and include all adjustments. consistifta ollly of normal recuniDl adjust
meats necessary for a fait presentation of the financial position aDd results of operations for that
period.

102
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Propcrry and equipment consists of the following as of December 31. 1991 and 1992 and June 30
1993 (in thousands):

1. PROPERTY AND EQUIPMENT:

ProperlY .ad equipment are stated at cost, less accumulated depreciation. Depreciation is com-
puted under tne straight-line method over the following estimated useful lives:

Buildings and improvemenls .••.....••..•..•. 10 - 35 years
Station equipment 5 - 10 years
Office furniture and equipment 5 - 10 years
Leasehold improvements .•.................. 10 - 31 years
Automotive equipment 3 - S years
Properly and equipment under capital lease Shorter 0( 10 )'I:8rs

or the lease term

DeeeaI_31, ...-mt 1. 1913

S 578 S 578 S 578
2.993 2.993 2,993
2,128 2.139 2,164
8.173 8.4SS 8.329
1,422 IsSOO 1,608

311 30i 307

71~1 7,/)72 7,6n
23.236 23,644 D.6S1

',284 9,918 )~,099

$15.952 $13,726 SI2,552

LeSS-Accumulated depredation and am-
ortization ...........•..•...•........

Land and improvements .
Buildings and improvements ••..•.......
Leasehold improvements ...........•.••
Stalion equipmcal .
Office furniture and equipment .••.......
Automotive equipment .••......•......•
Property, equipment and autos under capi-

tallelSCs ..•.••..•..•..........•...•

3. NOTES PAYABLE AND COMMERCIAL BANK FINANCING:

In OJder to obtain tbe nCQeSSlU)' fiDanci0a to pvdIase WPOH. CRI refinanc:ed its previously
existing $25,000,000 term note on Ausust 30. 1991. Tbe resulting S9S.ooo.000 secured debt fadlity
consists of $80,000,000 iD term loans with annual reductions in equl quarterly iutaJlmeuts wbich
began on September 30, 1992. The $80,000.000 teTm 10. consists of IWO mach" which lire paJabic
over 73 to 16 months aDd iDcludes I S57.ooo,ooo inlerest rite hecJBlna provision. The IeIlden have also
made available a $15,000,000 senior secured revolving line of credit. A portioD of this facility was
Jcstrieted in usc to servic:c certain obligatiGQs to previous minority ItIOckhokiers 18 t:Iescrkd in
Note 11. As discussed in Note 14, additionfll restrictions bave been applied subsequent to JUDe 30.
1993.

CRI has the option to elect interest ralleS amoll, various bale rates plus certain percentaps over
the base rate, which fluctuate dependina upon opcrItinl cash 8owI. The IIpCCIDeDt imposes various
restrictions and coycnanta 00 die Companies iacludina certain restric:tiou .. to dispolitions aad pur
chases of assets. disp06itions and purch.s~ of businesses, acIditioDal indebtcclncss. guannteel 0(
indebtedness. dectar••icln af dividends. issuance or redemptions of COID1DOft 1tOCk, .dclilionalloans to
affiliates and the maintcnantt of cenaia financial rat~ and cash flow requirements. An availability fee
of 112% per annum on any unborrawed commiltcd amount is payable quarterly. AdcJitioDaUy•• pre
payment fec exists within the first 36 months for uy permanent reduaiolt ia the eaall COIIlIIlitlllCDL

For the revolver portion of the secured debt faciUty. av~raae borrowiap aDd Ike hisJM:st bonow
inls outscanding were approximately $2.000,000 and $3,000.000 durina .991. $10,000.000 ad
$13.000.000 during 1991, SI0,000.000 and SI2.000.ooo dunna the six mouths ended June. 30.1992. ....
$8.100.000 and $13,000,000 durinl t~ six months ended June 30, 1993, rupec:tivdy. The awraae
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interest rate and highest interest rate were 9.5% and 10.0% during 1991, 1.4~.nd 8.S" durin& 1992
7.6'1 and 8.5% durina the six months ended June 30, 1992, and 6.3% and 8.~ durina the six months
ended June 30, 1993, respectively.

Under the previous secured revolving credit facility, &Vexage borrowinp and the higbest borrow
ings outstandinB were $SOO,OOO aDd $2.500,000 during 1991. The average interest rate and highest
Hucrest rate during 1991 were 9.1% and 9.6~. .

In oonjunclion with the refinancing discussed above, CR.! also entered into a warrant agreement
with tAe ballk. The warrants were valued at S11,(I.f'J,OOO in accordance with an indepc1ldcot appraisal
Bnd were recorded IS warrants outstanding with a correspondil'l& reduc:lioo to tne face amollnl of the
commercial bank financ:iq. The warmt value is being amortized as debt discount expense over the
term of the debt. Amortization of debt discount expense was 1610, $2,096, $916 and Sl,035 b the
years ended Dec:embcr 31, 1991 and 1992 and the r.Dc months ended June 30. 1992 and 1993.

This agreement provided the bank an option to co_ven the warrants to lS~ of the issued and
outstanding shares of 00l1IID0II stock of WPOH at tbe occurrence of certain triacring C\'ents, or at the
expiration dare of August 30. 2001. On I.oc 15. 1993, the Company purchased 13.33~ mthe wanants
outstanding for $850,000. The difference between Ule canying value of the warrants and the purcb..e
price. net of related c:xpcnlCs oC $500,000. was recorded 85 an cxtraordinuy gaill. The warrants are
puttablc: for cash based on predefined formulas.

TJle warrants are puttable for cash based on predefined formululfter certain trigerin& events.
Trigenng events for put rights of the warraots are defined as the earlier of SeplClDbcr 30. 1993, the
date upon which the outstanding debt becomes due or is refinanced, a merger or consolidation of CRt
or WPGH, a salc.lease or other disposition of all or substantiaUy aD of tbe assets of CRJ or WPOH or
their subsidiaries. any change in control or if it bec.omes legally burdensome to bold such warranlL
The warrants can be caned after March 31, 1994.

The warrant asreeraent incJudes certain restrictions which prohibit WPGH from issuinc any pre
ferred stock or stock rights. Further, among other restrictive covenants. WPGH lDay not repurclaue,
redeem or otherwise ac:quiR any shares of common stock or any class. other than from present abare·
holders. eRI may not incur, at any time, any indebtedness which in the a~te is in excess of
$125,000,000. WPGH Ind its subsidiaries are restricted from inQlrring, It any time, any indcbtedllcss
which. in the egrepte, is in exee.ss of S58,5OO,(O), The warrant !loJdcrs .110 have the right to partic
ipate in any sales of WPOH's Slock on a pro-rata basis and share in the proceeds of certain asset or
stock sales subsequent eo the redemption of the warrants.

In September 1993. the Company purchased the remaiaing warrants oucstanding for $9.000,000.
The carrying value of these walTants as of June 30. 1993. was $10,059,000.

F-n
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Notes payable and commercial bank financing consisted of the folJowin& as of DecembeJ 31.1991
and 1992. and JUDe 30.1993 [tn thousands):

415

S.soo

3,904
89,M7
(7.865)

81.402
(10.862)

S70,s1O

S66.33t

4.231
102,119

(8,9OOl

93.219
(10.183)

$ 82.446

S S,433
11.415
13,631
13.750
33,732

2S3
10.992

SI9.2fl6

S 71.333

13.309

1,000

S.759
104.934
(10.996)
93,938

(12,161)

S 81,'77

sso..ooo

Noles payable. 8S of June 30. 1993. mature as follows (in thousands):

1993 .
1994 ..
1995 ....••.•......•.•.•..•.•.••....••.....
1996 .....•....•...•.•.•..•...••..•••....••
1997 ....•.........•.•.•..••..••...........
1998 ....•.••...•..•.•.•..••.•••...........
1999 and thereafter .

Less - Unamortized debt discount .

Current ponion ...•............•••...............

Secured debt facility payable to a commercial bank. inter·
cst rangilll amoag vuious base ratcs plus certain per-
cenlages above the base rate .

Secured revolving credit facility payable to I commercial
bank. interest ranging among various base rates plus cer
tain percentages above the base rate .............•...

Subordinated insldment notes payable to former majority
owners, interest at 8.75". prin~1 paymenls in varying
amounts due annually beginning October 1991 with a bal
loon paymenl due al maturity ....••••...••..•..••..•

Notes payable to fonner officer as described in Note 11,
interest at 16% ..........•.....................••...

Mortgages payable to various financial institutions, interest
ranging from 12~ to 15% .......•........•......•...

Unsecured installment noces to former minority stockhold
ers of CRI and WBFF. interest raaging from 7% to 18~ .

SUbstantially all of the Companies' assets blve been pledFd u sec:urily for ooa:s payable ancl
canmercia] bank financina- In addition. tbe stockholders have pledged tlleir &lOCk in SBG eo the
commercial bank and have ddivered aorta8gcs and security agreements, IS wei as the 16.000.(8)
note received from tbe sale of WP1T IS described in Note 8 (held by fODDer SBG majority stoetbold
as effective March 1. 1993), as additional collateral. Further. CuDainaham Connunica~ Inc.
(Cunningham), Keyser Investment, Inc. (KCI). and OersteD DewlopmcDt limited Partnembip
(GerltcH). all businesses thaI are owned Uld CORtrolled by the stockholders. were required to JUlfln
tee obligations 10 the commercial bank. Curuaingham, KCI. a.nd GersteR are 1IIlclords of the Company',
operating subsidiaries. The guarankCS of QlnninBham. Kel. and Gerstdl are scaued by pledps 01
substaatially all of the assets of each corporation.

The unsecured installment notes PlYable to former minority stockholders are payable illlClDi..
Dual payments of 5702,000 throagh 1997. Should SBG e.x.erdse the Jiaht 10 prepay the notes•• prcpIY
ment penalty not to e"ceed S940.ooo a]so becomes due to the DOtt-holders.
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The breakdown of capital lease obligations by type of lease as ofDecembcr 31. 1991 and 1992. and
June 30. ]993. is as follows {~n thousands}:

1.365

1.613

~
SS.353

$2,173

$ 819
1.776
1.328
1.366

693
431

1.221
7.640

2.11:1

SS.~3

20,820
(U,521)

~ 9.199

S 6,IS3
8,694
4.g()3

820
211
39

J.476

1.689

~
55.823

1.612

1,705

~
$6.638

$3,077

Less-Current portion ..••..••.•••••••••••••
Long-term portion of proaram contracts payable

]993 .•.••••.•..•••..•.•.•..•..•...•.•.•...
]994 .•..•..•••.•••.••.•••..•.•••..•....•••
1995 II " iIII " .

1996 " ..
1'991 " " ..
1998 Ind thereafter ..•.••......••....•••...•

1993 .....•.....••................•.•..•.••
1994 .....•••....•.•.•••.....••...•••....••
1995 ....•..........•............. " .
1996 •...•.•.....•..•..•.........••••.••.••.
1997 .......•..•..............••.....••.••.
1998 •..•.••••.............. , ...•.••.••..•••
1999 and thereafter .....•........•...........
TOla] millimum payments due ..•..•...•••....

Less- ArnOUDt representing interest •..•..•••.

Present vahle of future capital lease payments •

Capital leascs on equipment, interest lites

averaging 11~ .

Capi1alleases for broadcasting tower facil·
ities. interest rates averaging 10" •....

Capttlt lease for building. interest at 17.5"

C..apilalleases for autos, interest at 11~ ..

Included in the 1993 amoums are payments due in anean of SI,146JN)O. In addition. the Compl
nies nave entered into noncancelable commitments for future PJ'08I'IIIl ripts aareptins $4.148,000 IS
of June 30. 1993. As is consistent with prior years. prognllD conlraCtS payable aDcl"c Issets related 10
these com.ibllent& have DOl been recognized in the IcanpanyillJ amsoIidttcd fialncial statemc"l1
as all of t~ conditions specified in the related 1i<:cDse apccments hive no1 been met.

5. PROGRAM CONTRAcrs PAYABLI:;

Futur~ payments required under program contracts payable as of June 30.1993. are as follows (in
thousands):

4. CAPnAL LEASES PAYABLE:

The Companies IClse various station equipment and WBFF's buitding and broadcasting tOMl'
facilities under noncancelable capital leases. The building and broadcasting tDWCr facilities arc leased
from a related par1y as described in Note 8. As of June 30. 1993. future paymcolS due under 1hese
leases are as follows (in thousands}:



6. LOANS TO OFFICERS AND AFFIUATES:

On September 30, 1990, SBG sold Olannel 63, Inc. (Wlm) 10 certain SBG stockholdcn. nc
proceeds 0( this sale of S1,5OO,OOO consisted of a note which wu amended and restated on June 30,
1992. The remaining princIpal balance at that date was approximately $1,459,000 and is payab~ in
equal principal and interest installments of $16,000 until September 2000, on which date a ballom
payment of approximately $4:U ,000 is due. The note earns 6.88% annual interest.

Also during lhc three months eoded December 31, 1990, the years ended Dec:cmber 31,1991 ad
1992, and the six moatbs ended June 30,1992 and 1993, the Companies loaned the SSO stockholders
an additional $70,000, $400,000, $809,000, $699,000 and $122,000, respectively. The 1992 and 1993
advaaCies included $163,000 and $71,000 of accrued interest. The loans arc payable to SBG on demud
and earn infelest III rates ranging from prime plus 1% to 7.9%.

During 1990, WBFF sold certain station equipment to an affiliate for $512,000. The sale is ac:-
CClunted for on an mstallmenl basis since the affiliate is in the start-up phase. The note is to be paid
over five years and tarns annual interest at 11%.

7. INCOME TAXES:

SOO. including its consolidated subsidiaries, files consolidat~ feder.l iacome tax returns and
separate company state tax returns.

In February 1992, tlae Financial Accounting Standuds Board issued Statement of Finucial At>
counting SIaDc:lards No. 109, "Accounting for Income Taxes". The CoaptmY Jetroactively adopted
the new accounting and disclosure rules effective January I, 1990, resulting in an increase in nee
income of S390,OOO and $291.000 in the years ended December 31. 19lJllod 1992, respectively. rro.
what woukl. have been reported under the previous method.

The provision (benefit) for income taxes consists of the following (m thousands):
'I"llft ..............
DecaDIaer 31.

!!!!

Current
Federal ............................................... S300 $ (392) S (858) $(884) $(1")
State .......•..•...•.•............ ~ (42) .-..m 109 ..2@

368 (434) ~) -!m) ..mID
Deferred

Federal .. '" ............................................... (64) (988) (573) (49) (600)
State ...•.................•......• .J!§) (lSI) (33) -lID (lSO)

~ (l,l~ (606) ~) ~
S288 IU.580) Sn,l89) $(831) om



10e

$ 328
(210)
(20)

(2.193)
fiG
IS

10
1,1KlO

~

1.800
(166)

, (8)

$(2,158)

(~)

235

(331)

63
243

49
17
44

368

S (62)
--

S(40S)
(117)
(18)

SbMoMlll ...
J ..

l!!! !!!!
(....1IoJ)

S(1551)

100
34
89

731

18)

484

$(853)
('220)
(31)

(450)

(119)
430

66
34

(280)
(SIS)

S(1,156)

$ (644)
169

14

$(2.122) $(2,203)

47

21
(27)

34
95

$(163)
66

(24)

F-IS

$252

Prosr.m contract amortization and net re-
alizable value adjustments .........•..

Depreciation and amortintion ...•..•.•••
Bad debt reserves .............••....•.•
TaK credit carryforwards generated .•.•••
Loss carryforward for tax purposes •..••.
Capital lelSe accountinl ..........•..••.
Deferred gain recognition •........••..••
Deferred commission recognition ..•..•.•
Other ..... _.......•....•••......•.....
Increase in valuation reserve '" .

Durir:g the six monrhs ended June 30. 1993, the Company generated IaXable losses of appoxi·
mately 57,300.000. resulting. in a deferred tax asset of $2,193,000. The total deferred tax asset as of
June 30, 1993 of S2,4OO,OOO required an additional valuation alowance of $l.800,OOO-the amount by
which the ~t deferred tax 8Sset exceeded the deferred tax liability.

Temporary differences between the financial reporting carrying amounts and the tax basis of
amet, and liabilities give rise to deferred taxes. The principal SOUIce5 of tcmporatY differences and
their effects on the provision (benefit) for deferred income taxes are as follows (in tbousands):

n.ree Moathl
Jackcl

DcaIMct JI.
8M

Statutory federal income taxes ..••...••.
Adjustrnents-

State income taxes, net of federal effect .
Goodwill amortization ...........•••..
Nontaxable gain on life insurance pro-

ceeds ...•.•••..•.•.•..••..••.•••••
Portion of tax loss carryforward gener

ated recOJded as Jl valuation allowance
Other .........................•.•••
Provision (benefit) for income taxes •••

The following is a reconciliation of the statutory federal income taxes to the ('Ccorded provisioD
(benefit) flO chousands):



$1,461
960
315

--19!
$2,844

$ 4SO
2,193

208
282

1,325
186
~
St844

Dlaaber31,

S $ 450

1S2 189
41S 326

1,181 2,041
646 394
~ (600)

S1,8OO $2,800

51,157 $1,493
1,380 1,138

ISS 2S4

~ ~
S3,1S6 $3.550

Deferred Tax Liabilities:
FCC license .•.••.•........•..........•......•..•••.....
Property and equipuu:nt ...•.......•....•....•....•••••..
Capital lease Iccounlin, ..•...................•..•...•...

8. RELATED PARn 11tANSACJ1ONS:

OIlier ..

Deferred Tax Assets:
Tax credit carryforwards .••.....••.........•••.....• " .•.
Loss carryforward for tax purposes ...............•••.....
Accounts receivable .
Deferred commissions ~ ......•...•......•.•......•..•.
Program contracts .......•...........•.•..•......•......
Other ......•............•................•......••.....
Valuation allowance •......................•..•..........

eel•• of the Campanics have entued into sale-leaseback transactions in which they sold certain
facilities to Cunninpam Communications, Inc. (Omninglwn). a corporation owoed by various SilO
stockholders. and then leased tlse facililies under DOnCInceiable capital leases which expire in 1991aDd
199ft ncse assets collateralize certain Clmningbam notes payable.. Agrcpte rental payments relaled
to these capital leases durina the three months ended December 31, 1990, the )lears ended December
31.1991 and 1992, and the six JnOlllbs eoded June 30.1992 and 1993.were $168,000, $285,000, S3S4,OOO.
S173,000 and S182.OOO, respcdively.

In AUlust 1991, WBFF entered into a ten year capital lease at approximately 5300,000 per year for
• new administrative and studio facility with Keyser Investment Group, Inc. (Keyser), a corporation
owned by the SBG stockholden.

Effective August 30, 1991, SBG sold substantially III of tbe assets of CRI which were pritnlrily
represented by the Pinsburgb television station, WPli. The mljmity of the ... price wa~ 6naac:ed
through a term note of 56,000,000 and a 11,000.000 6\1bordinated convertible debenture to CRL The
debenture is c:on~niblc for up 10 809& of the AOnYOtiq capital stock of WPTr. subject to FOC
approval. The term note is secured by aU of the assets and oulStandin& stock of tbe newly incorporated
Itation. 'The gain of SS,233,OOO. net of the investmeat in WP1T 811he sale date, _ deferred until the
realizability of the related notes was determined to be probable. Related to the sale of WPTr, CRI has
entered into lease aJlCClRcnlS whereby the new OWDer of WP1T rentl ..... of the tower aad the
station blJilding owned by CRI.

In March 1993. CIU llsiped the rights to Ihe $~OOO,OOO teml note leceiwd from the salt of
WP1T, plus accrued interest, to the former majority stockboldera of SBG in exdlanae for SSO,OOO in
c:ash and a note for $6.559,000. The new DOle bears interest at 1.214), aDd requircI iDteresl only pay
menta through September 2001. Monthly principal pl)'lllCnts 01 SI09,ooo plus interUt Irt payable
beginning November 2001 untU September 2006, at which time lhe ~mainiD& priIlcipaJ balance plus
accrued inleftst. if any. is due. The deferred glin of $4.486.000 related to tlte $6,000,000 note was
recognized in 1992 .s the rcalizlbility from the former atoe:Jtmlden (to whom SSG owed $13,117,000
IS of December 31, 1992) was detennined to be probable. This ..ount was recopizcd as addiIionaI
paid-in capital due to the related party nlltUre of the transaction. 1.0~
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Total deferred tax assets and deferred tax liabilities as of December 31, 1991 and 1992, and June
30, 1993. and tbe sources of the difference between financial &COOlIntinB and tax bases of the Company's
assets and Habitities which Bive rise to the deferred tax assets and deferred tax liabilities and the tlX
effects of each are as follows (in thousands):



10. CON11NGENCIES AND OTHER COMMrIMENTS:

Lawsuits and daims an: filed agaiat the Campanies from time to time in the ordinary course of
business. These actions Ire in various preliminary stages. aDd no iudplents or decisions haw been
rendered by hearing boards or courts. Management, after reviewina developmenls to date willa Icpl
counsel. is of tbe opinion thai the OUtcome of such matters will not hive. Dalterial adverse effect on
the Campanics' financial position or results of operations.

9. EMPLOYEE BENEm PLAN:

The SinclaIr Broadcast Group, Inc. ~l(k) profit sharing pia and trust (the SBO Plan) coven
eligible employees of each of the Companies. Contributions made to the SBO Plan include an em
ployee elected sallry redUdioo amount. company matchil1l contrinllions and • ciscretionuy amount
determiDed each year by the Board of Directors. The Company's 401(k) expense for tbe three months
ended December 31. 1990. the years ended December 31, 1991 aDd 1992, and for the six JnODIbs ended
June 3D, 1992 and 1993. were .$11,000, $79.000. $109.000. SSS.<m lad $69,000. respectively. Dele
were DO discretionary coluributions during these periods.

During 1992. the $1,000,000 subordinated converb"ble debcmture received from the sa1c of WP1T
was Issigned to SBG's wneDl stockholders in exchange for $]O().()OO in cash and a $90~OOO note
which bea~ interest at 1.9%. As the remaining note is due from current stockholders, tbe portion of
the gain related to the original $1,000.000 debenture is being recognized as a capital contributioa U

casb is received. For the ~'ear ended December 31. 1992, and the six months ended June 30, 1993.
590.000 and $25.000, respectively, were recognized as additional paid.in capital.

Related to the WPTf transaction, on August JO. 199]. CRI purcbued substantiaUy all or the
assets of another Pittsbursh tdevision station, WPGH. The results of operations d WPIT through
August 30. 1991 and the results of operations of WPGH from August 30. 1991 through December 31,
1992 are induded in the accompanying consolidated financial statements. CRt paid 555,000.000 for
WPGH which included approximately Sll,6S6,cm for property and pJogrmming costs and $9.993.000
of acquired intangible broadcasting assets. A deferred tax liability and corresponding addition.1 pd
will of $1,950,000 was also I'tcorded due to tilfferences between tbe book and tax basis of tbe acquired
assets. The remainder was allocated to other intangible assets based upon an independent appraisal
and is beiot amortized over periods ranging from 3 to 25 }urs.

In January 1992, WPOH entered into a management agreement with Keyser Communications,
Inc. (Keyser), an affiliated company owned by the stockholders of the Company. whel'eby WPGH
places on WPTT cerlain of WPGH's excess programming on bebaJf of Keyser. Proannt OODtraets
deemed to have no value: to WPGH were utilized under tl1is arranaement during 1992 and 1993. Am
ortized cOSI and net book wiue as of tbe beginning of the year for these contracts were approximately
$],460.000 and $1.200,000 in 1992 and $695,000 and $85,000 for the six months ended lune 30.. 1993,
respectively. In coasideration for this programmilll. WPGH earns a 1~ COI1Imiision on all net rcvc
nues generated for this and other programming plus. the p:omotional use of Iny .nsold inveatory on
WPTT. Any out-of.pocket expenses are reimbursed by Keyser. although WOOH does pay for c0m
missions earned on the sales. Commissions and reimbursements, net of commissions, of approxi
mately $112,000 in 1992 and SS4.000 during the six months elldcd June 30. 1993. and promotional
commercial inventory valued al approximately $40,000 in 1992 and $17,000 duriDg the six mOllths
ended June 30. 1993. were received under this arrangement.
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The Companies have entered into operating leases for certain aut<JiDODve and offic:e equipment, a
parcel of land .nd WITE's broadcasting tower faciliey under terms ranling from three to ten yean.
The rent expensc under these leases. as well as certain leases under month-ttHIlonth anangcmealS. for
the three months elided December 31. 1990, the years ended December 31,1991 ..d 1992. and the six
months eJlded June 30.1992 and 1993. agregated approximately 5258,000, $268.000, $239,000. $120.000
and $lO8,OOO. respectively. Future minimum payments under the leases are as follows (in thousands):

1993 .........................•..••..•..... S118
1994 .............•.•.....••••....•..•..•.. 117
1995 •,...................... •••••••••••... 21
1996 ..•..............•..••..••.. , ..•......

11. TRANSACI'IONS WITH FORMER. OmCERS:

In December 1986. the Companies entered into certain not-t<rcompete agreements with a former
officer in the aggrepte amount of S345.000 per year. This agreement ended May 1993.

On January 1. 1988, the Companies issued a note payable to another former officer in the amount
0( $4,000,000 in consideration of a stock redemplion. This note payable matured and was repaid in
February 1992, along with interesl due in arrears for this note.

Also dining 1990. the C..mDJlIlnies paid $5,979,000 to this former officer in consideration Of I stock
redemption and extensions of the cxistirlg DOI-I0-<lOlIlpCtc aDd cons.atin& agreements tbrou8h 1993. As
this transaction was a final redemption related to a step acquisition which bepn in 1986, tbis redemp
lion was also aceounled for under the purchase method of accountinl. As such. the agreement resulted
in additional recorded 8aplired intangmle broadc:astins ISsets of $1.242,000 aDd Oller assets rl
S4,800.000 in the Compaaics' 1990 finandal statements.

On January 1. 1988. the fonner officer also loaned the CoInpanles 1363.000, chrougb a term pr0m
issory nOle. nis note abo matured February 1992. Interest oa these aotes accrued at 5.59£ per aMUJD
10 be paid annually. Additional interest of 10.S'" per annum, on the uapeicS principal balance, was paid
at maturity along with the entire principal portion.

Additionally. tile Cotnpanies entered into various consuItina and not-to-compete aarcanents with
this former officer and I rdated COIlsultinl Cl)IIlpany. Under these apeemeJIts. IMual consukiq feel.
which were guaranteed by CR) and WBFF. of S563.000 ud aarcpte not-t~epayments IOCII
ing S2.657,000 were payabtc Chrough 1991. Payments UDder t'ese apeements were $2,157.000 and
$2.512,000 during 1991 and 1992. respectively. witb the final payment made in Februuy 1992.

The e:xpense under these agreements is being recorded on I suai&ht-Jine basis OYer the life of the
a,reements and is recorded in the Companies- consolidated statemerat d operations witUt the JaJlCC"
live expcn$c classifications to which tlacy relate. Expeases recorded in excess of cash paymall In:
recorded as accrued liabilities. Expenses recorded under these apemeall were $2.515.000 in 1991
and 1992.

12.. un INSURANCE PROCEEDS:

In May 1993. the <:omp.ny receivecllife i1lSunnc:e proceeds in excess of the carryingvalue of the
related policies of approximately $844,000. This nontaxable gaiD has been Jeeorded as other income.

111
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Bonuses Dec/II1'ed

In September lCJ93, the Compaay declared special bonuses to be paid to executive officers totaJins
$10.000.000. As the bonuses were compensation for various past services. the total amount hu beea
recorded as compensation expense durin, the six months ended June 30, 1993l11d has been accraed u
of JUlIe 30, 1993.

30,168
23,327
14,311
(3.3ClO)

$ (7,959)

8.168
5.726
3,338

(SOO)

$ (l,3(6)

(Uq.~t

$15,066 $56.547Revenues, net ...•..••......•.•••...........
Operating expenses. net of depreciation and am·

ortization ....•...........................
Depreciation and amortization •.••...•.•....•.
Other expenses, net .•...•......•...•.•••..•.
Benefit for income taxes .

Net loss...•.... -.........................•.

Acquisitions

Subsequent to JUIIC 30, 1993, the Company entered into an agreement with ABRY Communica
tions. Inc. (ABRY) to pun:hase two of their stations for an a.grcgatc purchase price of approximately
$60 million, plus approximately $56 million for covenants not-to-compcte in these and the Company's
current markets. These two stations. both of which are Fox affiliates••re WCGV in Milwaukee.
Wisconsin, and "WITO in Binningham, Alabam••

The Company has also entered into agrecme;ots to purchase to proJ1'8lll coMrac:ts and certain
osher assets of television station WNUV in Baltimore, Maryland. and WVTV in Milwaukee. Wiscon
sin. These agreements are for an aggregate purchase price of approximately $6.5 miUon. Tbe Company
will not be acquiring the FCC license and certain other related assets of either station.

A stanc:l>y letter of credit has been issued in the 8Irlount of $6,250,000 and placed with an CKl'OW

asent to hold for the ABRY acquisitions. Restrictions apillSt the Company's revoMftI line of credit in
that amount are in place as long as the letter of credit remains open. TIle cxecutioD ~ the letter 01
credit is limited to specific breaches of the agreements.

14. SUBSEQUENT EVENTS:

13. ACQUISITION OF WPGH:

The u.audited pro forma summary consolidated results of operatloDi for the tnrce months ended
December 3J, 1990, and the year ended December 31, 1991, assurninB the acquisition of WPGH and
the sale of WPTI' had occurred on October I, 1990. is as follows (in thousands):
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To 1he P..... dB.. Pal..... LP.

In our cpinian. the "OOOIIlpen,m, fiDImcial'tatarIeiIM liIaecl in the Indu OIl .. F-I

pmKml faid7. in all material retpeclltlhe fiuacial poeitioll of BBJI~ LP...

Decatbu II, 1992 ad 19J1,ad the IaU1ta ri ita cpntiaaa.. ita CIlIb aa.. far

e8Ch of the two,... ia die periad taIed December 31, 19'J2, ill eoafarmilJ with

geaerall, accepred .ccountmc pincipJ.ea. TheM 6Dancial.e.-a.-e the

n:spoasibillt7 « the Panaenhip·.~ our I'elpDlllibility illo eKJftll ..

opinion on theee financial atatememll baed Oft Gal' audit&. We CCDlUCIecI 0lIl' aadite

olthele .......... 1n~ lriIJt~~ audi-. ....... which

Jequi~ that we plan ed pmfocm the audi' to abIaia J"'lMOI'8Ne -.uraace abauI

whether lite~ l&IIementa ., flee r1111dOria1 mi...lkaeD.t. An ••lie ioe1udeI

euminiJll, OIl • led bui.. eYideDce IUppartiJIa the amouatl and diecburea in die

financial BtalelMDla, ....... the -.ocou8ling principla UIfJd ad _ipif_at eIIimIIea

..., by~ md evalualiq the ownIIliMDcial .................. We

bclieYe that om' auditl poyidc • reuonahIe buia for tile oplftion expeuod ahowe.

~~ /dr~~~
~0UIe -~

Bo.lon,~

March 22, 1993
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The aocompanyinB notes are an integral part of these financial statcmealS.

BBM Partners, LP.

BllaaC't Sbeet

AJJeIs

Current assetS:
Cas" and cash equivalents •.•....••..•...••.•••
Accounts receivable, Jess aUowance for doubtful

accounts of S151 in 1991 and $206 in 1992 ••.•..
Due from related parties ..•..••..•........•.•..
Broadcast ",hts. net .....•.•........•.•.......
Prepaid expenses .....••.....•...•.•.•.........

Total current assets .•...•......••.........
Property and equipment, net .. , ..
Broadcast righls, net .......•..•......••.........
Goodwill, net ..•.••.....•....•••......•..•..••..
Other intangible assets, net ....••......••.........

Liabilities &lid PartH~ Capital

Onren1 liabilities:
Current portion Iong-tem debt .
Accounts PllYlblc ...•.•..•. - ...•.• _........•.•
Accrued expenses •..•..•...•••....•........•..
ln1ercst payable ••..•......••.••.......•.......
Due 1o relared panies .
Broadcast rights payable ....•.••.....•.........

Totat current liabilities ••••.......•.•...•••.
Broadcast lilhrs payable ...•...........• _...•....
Long-tenn debt ..•....•..•.....•......•......•••
Commitmeats and contiDgencics (Note 8) ••.••...••
Panners' capital •. _•..... _••........•..•.•....•••

F-21

S 386 S 1..925

S.540 .5,2'16
151

8.741 6.641
66 109

14,884 14,9S1
16,835 14,736
9,955 6,631

18,56S 18,OBS
3J91 . 2,889

$63.636 $51.292

s S 10500
431 454

1,366 1,693
1.466 311

672 S89
4.464 3.992-
8,399 8.599
2,011 2.241

59.201 56,537

(5.975) (10,OSS)
461.636 SS7.m
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3,192
10,817
4.670
8,043
3.303

30.025
496
21

(4,627)
$(4,110)

$30,521

3,221
14,366
4.200
7,590
41T/4

34a151
(.5.006)

16
(§.096)

111,086)

S 29.145

The accompanying notes are an integral part of these fiDancial stateme.ts.

B8M Partacrs, LP.

Stat_nt of Openttonl

F·22

----~- ~-------_._-------~

Income (loss) from operations ...........•...............
Interest income ...............••.....................
Interest expense ..•......•.....••.•.•.................

Net loss .....•..................••.........•.........•.

Costs and expenses:
Programming. productioD and engineering ........••.....
Amortization of broadcast rights .•..........••.•.......
Sales, promotion and marketing •.•..••.........••.•....
General and administrative ..•.........••..............
Depreciation and amortization .•.•....................•

Revenues - net of agency and national representative com-
missions .•..........•.......•..•..••...•.............



The accompanying notes are an integral part of these financial statements.
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!!!!!

$ 5.111

(lJ.086)

(S.975)

(4.110)

S{lO.~

(10.660)
(5,975)

(4.UO)

$(10.085)

BBM Panoers, L.P.

Statement or Chan.. Inhrt~ Capital
Fur the Yars Eaded December 31, 1991 lad 1992

(lana UaIIeiI
PlI1Ml'I Plttaer
-- (II A;;t..)
S 4,685 S426Balance at December 31. 1990 .•..•..•.....

Net loss for 1he year ended D«ember 31,
J991 .•.••.•....•..••.....•...•.•....•.

Balance at December 31. 1991 ••....••••.••
Net loss for the year eoded ~mber 31.

1992 ..•........•........•.•.•...•.....
Balance at December 31, 1992 .•.•......••.
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V., tIIdat Dteaabft' 31,

!!!! !!!!
lila .........)

$(11,(86) $(4.110)

2,272 2.31~

480 480
1,962 S08
9,412 ~413

60 (Zl}
(5,107) 264

(lSI) lSI
32 (43)

(72) 23
(762) 327

1,466 (1.095)
133 (83)

(4.904) ~)

(6.265) 3.897

(2-48) (289.
6 ~

(242) ~)

7,839 S100
{2&636) (2.064)

SJ03 (1,164)
(1,304) -1am
1,690 --2H

S 386 S2J2S
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The accompanying notu are an intcsnl part of these financial stllenaents.

BBM P.utDen, LP.

Sfatemeols or CaD Flows

-----------------------------

Cash 81M'S from .......c Idivilia:
Net 10$s ..•.•..•.•...........••.....•••..•..••..•....
Adjustments to reconcile net loss to net cash (used for) pro

vided by cpc:rating activities:
Depreciation and amortization .
Amortization 0( goodwill .••.•.•.....•..•...••..•..••
Amonizllion 0( other intaDgible assets ......•........
Amortization of broadcast rights, nel of barter •.....••.
Loss (gain) on disposal of property and equipment •..•.
(Increase) decrease in accounts receivable ....•.....•.
(Increase) decrease in due from related parties ......•.
Decrease (increase) in prepaid expenses ......•.....••
(Decrease) increase in acrounlS payable ....•.......••
(Decrease) increaK in accrued expenses .
Increase (decrease) in interest payable ..•..........•.•
Increase (decrease) in due to related parties ••...•..••.
DtcrcaK in broadcast rights payable. net of barter ..•..

Net cash (Used for) provided by operating activities ..

Cash lIoWi r..... illftstilll activities:
A.dditions to property and equipment ....•...........•..
Proceeds from sale of property and equipment ..........•

Net cash used for investing activities ......•..•.....

Cash flows from ftlll_dDc adivities:
Proceeds (rom issuance of tong-term debt .......•••....•
Repllyment of 10000-term debt .............•......••...•

Net cash provided by (used for) financing activities ..•

Net (decrease) increase in cash and cash cquivaleDU .•••..•
Cash and cash equivalents at beginning of year •..•••••...•
Cash and cash equivalenls at end of year .•..••..•...•••..

Supplemental schedule of JIOKUh iBVUUna ud fln.Kina
activities:
Film oontracts acquired ......••...•.•..........•......

Film oontract liability additions .....•..•.........•••...
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1. SUMMARY OF SlGNmCANT ACCOm.'TING POUCIES (IN THOUSANDS)

The PaMnership funded the asseC purchase princiPlly tbrouab borrowiJlp described in Note 6.

S19.135
28.330

(23,BSS)
21.232

$44.842

$44,313
519

$44.842

Applicatioo to Il&Stts and (liabilities):
Property and equipmellt ..••...••.....•..•.•
Broadcast riahts ..••.....•....•...........•
Broadcast rigbts payable .••.....•......•...
Goodwill and other intangible ISsets . _...•..•

Agregate llCquisitioD cost:
Cash considerltioa .•..•.....•.....•..•..•••
Direct acquisition costs ....•...•.•....•....•

Allocation ofPQrtn~nmp&SlJIS to Partners' Capil41 Accounts

The: net loss of tbe Pannerahip is allocated among the capil.laccounls of the pattners based on
their relative partnersbip inacrests until the limited partner's capical bas been exhaBlted. lbereafter.
Det losses are allocated solely to the general partners. Net income is allocated in proportion 10 pl'C'li
ously allocated net losses in revcrse chronological order. Thereafter. net income is allocated to part
ners based on their relative partnership interests. as defined in tln~ .greement.

Re~u~ RecogniJioR

R.evenue from the sale of air time to advertisers is rec:ogrUzecl wbeu the advcrtisenlent is broad
cast.

BBM Partler&, LoP.
Nota to FiDucial Statellltnts

BroGdcast RiBhI$

Broadcut rights are stated at the lower of unamortized c:osc or estimated net realizable value.
Broadcast rights and the RI.ted liabilities are recorded at the contract value when tK license. period
begins ~nd the rithe is available for use. Broadcast rights are amortized usina the straiabt-tino mdhod
over the n\ll1\ber of showiop or license period. Thc net realizable value of broedcast riabts for which

F·2$

1. ORGANIZAnON

BBM Partners, L.P. (the "Parrnership") is a joint venture of wrro·TV. Inc;. md WCGV.TV,
Inc. (chc "general panners") and Heller Financial. Inc. (the "limited parrner") (Note 3). On Decem
ber 21, 1990 the Partnership acquired the business and certain assets and assumed certain liabilities of
HR Broadcasting Corporation, Inc., Channel 17 Associates. Ltd.• HR Broadcastin, of Birminpm.
Inc. and HR Broadcasring of Milwaukee, Inc. (the "Sellers"). The Partnership was organized under
the laws of thc Slate of Delaware on December 11, 1990. The Partnership is a television broadcaster
serving the Milwaukee. Wisconsin area throulh station WCOV on UHF ChalUlCl 24 aDd the Binning
ham. Alabama area through station WlTO on UHF Olanoe) 21. In additioD, the Partnership serves
the Tuscaloosa and Gadsen, Alabama markets through rebroadcast and affiliation agreements with
WooB on UHF Channel 11 and WNAL on UHF Channel 44, respectively.

The ~uisitiOD described above has been accountcd for as a purchase. Ac:cordiql)'. the aarepte
acquisition cost has *n aUocated among the acquired assets end liabilities. in conformity with Opin
ion No. 16 of the Accounting Principles Board. givins- recognieion to the fair value of the assctI
acquired. The Iggrepte acquisition cost and allocation' of sueb cost to the assets acquited are as
follows:



BBM Partm=1'S, LP.
Notes to FlDandal Stlltemeats - (Qmtiltlltl)

the Partnership is contractually committed is reviewed annually and revisions 10 amortiation lates or
write-downs to net realizable value may OCCltr. The current portion of broadust rights represents
those rights available for broadcast which will be amortized in the succeeding year.

Property and Eqltipmertl

Property and equipment are recorded at cost and depreciated over the estimated UKfullivCl ofthc
assets on a straight line basis. Major renewals and betterments are capitalized and ordiDary repairs and
maintenance arc charged to expense in the period incurred.

Goodwill and OJher' J'ltangible Assets

Goodwill agregatins $19,058 is amortized over 40 ytm'S usiDB tbe stnight-line method. At De
cember 31, 1991 and 1992. accumulated amortization of goodwill agrcpted $493 and $973, respec
tively. Legal and accounting fees associated with the aequisition of loans, agrcgatina $3,084 and the
orgllnizlltion of the PartncBhip, luregating $585, are capitalized and amortized over the term of tbe
related debt and 1M: years, respectively. Intallgible assets, aggregating $1.82S, which arise principally
from broadcast rights a,Iecments. arc amortized over the related agreement terms. AI December 31,
1991 and 1992, accumulated amortization of olher inlan@:ible assets agregated 52.097 and $2.60S,
respectively.

BlJrter Trunsactions

Revenue from barter transactions is recognized when advertisea1ents are broadcast and seMCQi
or merchandise received are charged to expense when received or used. Revenues arising from barter
and trade transactions agrepted $5,236 and $4.718 in 1991 and 1992, respectively.

Incom~ Tcues

The finMaa' I\atements of the PartneIship do not ind\1Cle any provision for federal or ,tate in·
com~ taxes. All Pannelship income. Ioaes, tax credits and deduclimls are aRocated amODa the pari
ners. Eacb partner is responsible to report its distributed ,bare of Partnership result in its federal and
state inconac tax returns.

Cosh MIl Cosh EquiWlIents

The Partnership considers aU hicbJy liquid investment instruments purchased with aa original
maturity of three months or Jess to be cash equivalents. The Partnersbip iDveltS hi excets cash in
treasury bins with banks. AccordinJly, tbe inves..-ellts arc subject to miaimal credit and marRt nit.

Reclassifications

Certain reclassifiCitiorla were made to the December 31, 1991 ftnancialatltemenU to conform to
the corrent year presentation. These reclassifications have no cffece on the Plttrtcnbip's mulu of
operation.

3. RE1.ATED PARTY TltANSACI10NS (IN 11IOVSANDS)

ABRY Communications. L.P.• paren, of tbe gcneral partners. provides certain admJnistratiYe and
support 5eMCeS to the Parmership for which it is paid a !DI1\,gernent fcc. Management fees aareaal
ing ssm were charged to aper.tions in 1991 and 1992. respectively. In subsequent yell'S, these man
agement fees are liMited to $500 plus an annual increase not 10 exc:eed 5... Unpaid management feci
and OIber UIlounts payable to ABRY Communications, L.P. tOlalliAl $612 Ind SS89 IR indudecl in
amounts due to related parties on the accompaJJYinB bBllJ1Ce sheet at December '1, 1991 and 19tZ.
respectiYtly•

11~
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~

S 874
2.621
4.0'11
4.450
6.327
1,006

2(i

19,381
4,645

$14.736

!!!!
S28,229
14.957
13.272

6,641

S 6,631

!!!!
S 867

2,614
4.047
4.450
6,309

894
26

19.207
2,372

$16.835

30
30

7·8
5-1
3-7

S

Dill....!!,

!!!!
S21,s66

9,870
18,696
8.7~1

$ 9.955
Less - currenl portion .

AgreplC cost ..••...•••.....••.....
Less - acc:umulated amortizatioo •....

Less - accumulated cXpreciation and 8l00nization •....

Land and improvements ...........•......•..........
Buildings .............•.........••...•..•.•....•••.
Transmi!ision lOWers •...••.•..•••••••••••.•.•••.•••••
Transmission equipmenl ..............•..............
Studio equipment ..........•......•.••......•••.•.•.
Vehicles, office equipment and rumiture .•....•.•.••...
Leasehold improvements ............•......•.••....•

5. BROADCAST RIGHTS (IN 11fOUSANDS)

The Pannership purchases the right 10 broadcast progams lhroup fixed term lic:eDse aareemencs.
Broadcast rights consist or the foJJowing~

4. PROPERTY AND EQUlPMENT (IN THOUSANDS)

Property and equipment consists of the following:

During 1991, the Partnership entered into an operating lease agreement with Kansas City TV 62
Limited Partnership. an entity which is related thrOUgh common ownership. under which the Partner
ship is the lessor of certain studio equipment and office furniture. The lease expires June 1. 1994 ud
future renlal income under the agreement approximates $45. Lease income of $18 and $28 was ICCOI
nized as of December 3]. 1991 and 1992, respectively.

Heller Financial, Inc.• the limited partner in the Partaership. is also the h<lldel of t~ senior term
loan and the revolving credit facility referred to in Note 6.
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14.537
SS.m7
lJOO
~

$3,992
1.223

630
320
68

$59.201

.!!!! !!!!
$39,000 $39,(0)

4,500 4,500
1,164

14,537
59,201

1993 , ...••..•..•....•......•.•.
1994 , ....•....•....•••.•••••...•.•.
1995 ........•......•......•...••..••.•
1996 .......•...........•.....••...... ,
1997 .......•......•.... " .•...••...•••
Thereafter ..•.....••.................•

Less - current portion ..•..•..••......••

Senior term loan ......•.•...•....••••.•••..
Senior subordinated term loan .•.....•......•
Revolving credit facility •.••.•.•.....••....••
Subordinated noce .

BBM PartDen, LP.
Notes to V..nclal Scatement. - (CeIlfiJr"e41

The Partnership has two term loaIII agreements wilh financial iastitutioas. lncerest on tbe IeAior

term lo-dO (Note 3) is variable based upon the Partnership's option of sdectinl the prime rate phis a
computed INIrsin rate which rallFs 'rom 1.50lJ, to 1.15'5. or the London lDterbint Offer Rile (UBOR)
plus a c()mpated lQII'Iin rate which ranaes from 2.7SlIco ~.009'. The priDcipII UftOlIIllof the loaD is
payable in 24 quarccrly iIIstallJncnts ofvaryiftl amounts commenciq Maa 31, 1993 aad a finll inltall·
menl of S22,I25 due December 31, 1998~ The senior subordinated term loa beara illlerest. payable
monthly, at the bile rate, computed by laking the hi8bcr of the Federal Funds nte plus 1~ or prime,
plus a computed malJin ntc which ranges from 1.7S~ to 2.1590. 11I.e principal amount of tK loan is
payable in full on Ianuaty 31,1999.

The revolving credit facility ( the "revolver") (Note 3) provides for borrowinp up to $1.000 aid
bears mlerest, payable monthly, at prime plus a CIOmputed marlin rate ranp. from 1.S01Il eo 1.15••
The Partnership is chuted a fee for the average daily unused portion oflbe revolver commitmeDl at a
nte of 112% per annum. payable monthly. While the Partnership may repay aU or a portioll of llae
revolver borrowinp It .1IY time. any outsaanding principal must be paid iD fuD OR or before December
31,1998. AI December 31, 1992, there were no borrowinp outsclndina under the revoMr.

The subordinated note interest on tbe outstanding principal is at th~ rate of 10'10 per ullum.
Interest ICCrued Ihroush December 31, 1991 was paid on AprU IS. 1992. Int~rest accrued from Janull)'
1. 1992 through June 30, 1992 was paid on August IS, 1991. InlefClt thereafter ICCI'UeI quarterly and is
due and payable 45 days after such quancrly date. The principal balance of tbe aote is payable OIl

January 31, 1999. As of December 31, 1991 and 1992 ill1erut payabk on the IUborclnBtcd note of
51.466 and 5371, rqpec1ively, has been recorded in the aCCOlDpanyin. fiMftCial statemenb.

The timing of priDcipal payments may be accelerated should the Partnership achieve • c:eraaa
leveJ of cash flows. as defined in the loaa agreement.

,. DEBT (IN THOUSANDS)

Long-term debt consists of the following:

Contractual obligations incurred in connection with the acquisilion of broadcast rights Ire 16.233,
including $2,258 of barter obJisations. Future payments in connection with these cODtraduII obJip
tions are as follows at December 31, 1992:
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The borrowinp are ~ured by subS1latially all of the PartneJ'Ship's usets aDd require the Part
nership to comply with certain specified financial ratios and provisions.

Aggregate annual principal payments of Jong-tenn deb1 are as follows at December 31, 1991:

1993 .•....... __ _. . . . . . . • •. . . . • . . . $ 1,500
1994 2,500
1995 .•......•.••....•...•.. _. . . . . .. •. . 3.000
1996 .• ... ..•••••... ....•. ..... . .. .•. . . 3.000
J997 •..•••.•••• _•.•••••..... ,. . . . .. •. . 3,SOO
Thereafter ....• _.......•.. _. _. . . . . . . . . 44,531

$58,031

IntereSl paid during the period ended December 31, 1991 and 1992 was $4,629 and $S,721. Je5pec
lively.

7. RE11REMENT SAVINGS PLAN

The Partnership his adopted a retirement savinas pliO under Section 401(k) of the Internal Jtcw
nue Code. This plan tOYers substantially all employees of tbe Partnership and affiliated partnenbipl
who meet minimum age and service requirements and allows partic:ipants to defer a portion of their
annual compensation on 8 pre-tax basis. Contributions from the Partnership are made Oft a monthly
basis in an amount equal to 20% of the participating employee eantrihutions, to the extent l\l(:b 000
tributions do not exceed 4~ of the employees' eligib~ compensation durma she montb. Additional
Partnership (.'Ontributions to me plan may be made at the discretion of the Board of Directors. No
additional Partnership contributions were authorized for the years ended December 31, 1991 and 1992..

L COMMITMENTS AND CONTINGENCIES (IN moUSANDS)

Employment ~~1IUn1J

The Partnership lias employment aareemena entitlinc certain key emplo)us to appreciltion rilhta
payable upon either a change in control" of the Partnenbip or the payment of certain partner cub
distributions. The empJ~ vest in these rights at the rate of~ per year from the date tbe riBhtl
are granted, except lhat they vest fully if they are employees of the Partnerlhip at lhe time the ri&htl
become payable. Amounts due 10 the employees in connection with thelc riahls arc detennmecl by a
fonnal. which considers appreciation in the value of the Partnership. Based upon manaaement'. ali
mate of the appreciation in the value of the Partnership, an acc:raal for compensation related to these
rights af $240 has been rCClOl'ded It December 31. 1992.

F·29
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Opertlling Lelzses

The Partnership leases a studio aDd other operating equipment under nonc:ancellable operatina
leases expiring in 2001. Under the terms of the studio lease the Partnership bas the option to renew the
lease for an additional ten years. Charges to expenses for such leases ....eptcd 5228 aOO S209 in 1991
and 1992, respectively. Future minimum lease payments under these leases Irc as follows at Dec:cmber
31, 1992:

Broadcast Licmse Ag1ftlMlllS

Broadcast rights acqui~d under license agreements are recorded as an asset and a correspondinB
liability at the inception of the license period. In addition to these broadcast rishts payable at Decem
ber 31, 1992, the Partnership has $8,900 of commitments to acquire broadcast riplS for which the
license period has not commeaced and, aa:ordingly, for .,hicb no liability his bcea recorded. Future
minimum payments arising from such commitments outstanding at December 31, 1992. of which S2.,5SS
repIeSenlS barter commitments. ale as follows:

123

S 180
135
106
99
97

781
$I,~S

$1,922
1.328
1,649
1.703
1.313
~
S8,900

]997 ,. •.•.•...••.•..•••.••
Thereafter ...•.•...........•.•...•....
Total minimum leue payments ••.••••.•.

1993 •..•...•••.....••.••..•...••.•••.•
1994 •.•....•••.• , .•••.•••••.•.•.••••.•
1995 •........•......... , .•••.•••••••.•
1996 ..•......•.•....•..•.•••.•..••••.•

J993 ••.•••.••••••••••.•••.•••••..•••••
1994 ••.•.•.•.•••••••.• , " ••••••..•.•••
1995 ••.•.••••••••.•.•••••••••••..•.•••
1996 •......••.•.•.•••••....•••..••.•••
1997 •..•..••....•....•.......•. _...•••
Thereafter .•...•..............••.•..••.
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SS,281
438

63.171

4~868

3.982
406

12,940

13,779

4.851

(11,151)
$52,020

$ 375
1.931

20,450
$52,020

$ 3.684

Tile lIccompanying notes arc an integral part 01 these unaudited balance sheets.

IBM PARTNERS, L.P.

UNA.UDITED BAlANCE SHEEr
JUNE 30. )"3

(in tbow.Dds.

ASSETS

LONO·TERM LIABILITIES:
NOles payable .•.••.•...•.........•...•..••.....•••••...
Program contracts payable .

Total liabililte:s ...•.••••.•.•..•••.••••••.•..••••••••
COMMITMENTS AND CONTINGENCIES

PART'NERS' CAPITAL •.........•.•••..•••.•...•..••..•••
Total Liabilities and Partners' Capital •..••••..•....•.•

Current porticm of program contract costs.... ' ..... ' ......•
Prepaid expenses and other current assets..............•..•

Total current assets ••••..........•..•..........•..••

PROPERTY AND EQUIPMENT, net ......•. , •......•••••.

PROGRAM CONTRACf COSTS, noncurrent portion ...•...•

ACQUlR.ED INTANGIBLE BROADCASTING ASSETS. net
of accumulated amortization of S4~081 ., ...•.........••••.•

Total Assets '" ...................•.•...........•..•

$182 ..

LlABJLt11ES AND PARTNERS' CAPITAL

CURRENT LlABJUTIES:
Accounts payable .......•................•..............
Accrued Uabitilic:s .' . . . ••. . . . . . • . . . • . • . . . . . . . . . . . • . •• •. . .
Cunent pc:Inion of long-tenn liabilities-

Notes payable and commercial bank financing .
Program contracts payable .

TOCal current liabilities ..•..........•.•••............•

CURRENT ASSETS:
Cash and cash equivalents..•............•........ , ... ' ..•
Accounts receivable., net of allowance for doubtful accounts of


